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SUMMARY OF MAJOR CONCLUSIONS 


The major conclusion emerging from the Department's 
study described in this report is that Canadian consumers 
received substantial benefits from the removal of Federal 
sales tax on clothing and footwear which took effect on July 
16, 1974. 


The study involved an examination of recent cost 
increases affecting clothing and footwear prices, a field 
survey of selected retailers, manufacturers and importers, and 
an analysis of the Consumer Price Index. 


The retail field survey, which measured the initial 
pricing response by retailers on tax-free clothing and footwear, 
indicated that retail prices for such merchandise were reduced 
on average by 5.2 per cent. The full effects of tax removal 
were partially offset by the higher prices which retailers had 
to pay for their clothing and footwear merchandise and by the 
continuing presence of inventories on which tax had been paid. 


The analysis of the Consumer Price Index, which 
included both tax-free and tax-paid merchandise, revealed that 
by the fourth quarter of 1974 a marked improvement had taken 
place in the price performance of tax-affected clothing and 
footwear items. This improvement was demonstrated by the fact 
that the quarterly rate of price increase for these items in 
the fourth quarter of 1974 was only half that recorded during 
the same period in 1973. 


In general, consumers benefitted by paying lower 
prices than they would have paid had the sales tax not been 
removed. Price reductions occurred on a number of clothing 
and footwear items and many price increases which would other- 
wise have been inevitable were avoided. 


INTRODUCTION 


PRICE EFFECTS: REMOVAL OF FEDERAL SALES 
TAX ON CLOTHING AND FOOTWEAR 


In his budget speech of May 6, 1974, the Minister 
of Finance, the Honourable John N. Turner, announced the 
government's intention to remove the 12 per cent Federal 
Sales Tax On clothing and footwear. A general election was 
Called, however, before this tax change measure could be 
implemented. Following its re-election, the government re- 
iterated its intention to implement this budgetary proposal. 
The Minister of Finance subsequently announced that Federal 
Sales Tax on clothing and footwear would be removed as of 
July 16, 1974. 


The tax removal applied to all adult clothing and 
footwear, including both imported and domestically manufac- 
tured products and to materials for clothing made at home. 
Since sales tax on children's clothing and footwear had been 
eliminated in February, 1973, the July 16 action had the effect 
of removing the 12 per cent Federal Sales Tax on all clothing 
and footwear sold in Canada. 


The budget speech of May 6 pointed out that 
the tax change measure affecting clothing and footwear was 
consistent with other measures implemented by the government 
as part of its anti-inflation strategy "to dampen down the 
prices of particular products where this is feasible." The 
Minister of Finance explained that the tax removal was impor- 
tant since clothing and footwear purchases account for a signi- 
ficant proportion of the budgets of most Canadian families. 
He added that the tax change would affect about $5 billion in 
annual family expenditures and that "it will save consumers 
directly $280 million in taxes this year." 


Manner in Which Federal Sales Tax Applied 


The federal sales tax was levied at the manufacturer 
or importer level. The tax was payable by importers on the 
duty-paid value of clothing or footwear merchandise landed in 
Canada. At the manufacturing level, the tax was payable on 
the manufacturer's selling price less cash discounts and 
other allowances of this nature. The tax was remitted to the 
Receiver General by the manufacturer or importer by the end 
of the month following that in which the clothing or footwear 
was sold, or by the importer at the time duty was paid on the 
imported merchandise. In general, the cost of the tax was 
transmitted by the manufacturer or importer to the wholesaler 


or retailer to whom the merchandise was sold. The cost to the 
retailer, in turn, was passed on to consumers in the retail 
selling prices for clothing and footwear. 


For clothing manufacturers, the 12 per cent tax was 
levied on the manufacturer's selling price On sales to whole- 
salers./ ‘On, direct sales of requlamekines (OLtetorning, to 
retailers, the regular selling price for tax purposes could be 
reduced by 10 per cent in determining the tax payable. The 
effective rate of tax on the manufacturer's regular selling 
price in these circumstances was therefore 10.8 per cent. 


The Consumer and Corporate Affairs Mandate 


In his budget speech, the Minister of Finance 
expressed the government's expectation that the tax savings 
resulting from the removal of sales tax on clothing and 
footwear would be passed on to consumers in the form of lower 
prices for clothing and footwear products. While expressing 
confidence that this objective would be generally supported 
by the business community affected, he stated that the Minister 
of Consumer and Corporate Affairs would be asked to monitor 
clothing and footwear prices and to report to him on the 
monitoring results. The Minister of Consumer and Corporate 
Affairs undertook this task having in mind the potential 
benefits which Canadian consumers might derive from this sig- 
nificant tax change. 


The nature of the subsequent study undertaken by 
Consumer and Corporate Affairs is briefly described below. 
The timing of the study was influenced by the knowledge that 
there would be an inevitable time-lag before the full impact 
of the tax change would be realized. There were, for example, 
tax-paid inventories of clothing and footwear on hand at the 
time the tax was removed. Earlier experience acquired by the 
department in assessing the effects ofitheslo73srtani ff yreduc= 
tions and sales tax changes, had clearly indicated that selling 
prices generally do not immediately respond to changes of this 
nature. It was therefore decided that the field survey work 
to be undertaken as part of the study, should await the 
liquidation of tax-paid stock on hand as of July 16 and its 
replacement by tax-free stock. For these reasons, survey work 
did not commence until the late fall of 1974. 


Nature of the Study 


The study involved an examination and analysis of 
industry structure and cost environment, a field survey con- 
ducted at the retail, manufacturing and importing levels and 
an analysis of the Consumer Price Index. 


The industry structure and cost environment part of 
the study was undertaken in order to identify any significant 
cost pressures which might have a bearing on the industry's 
pricing response to sales tax removal. It involved an examina- 
tion of industry selling prices and labour costs in recognition 
of the fact that the response throughout the pricing chain would 
be influenced by the prices paid by manufacturers for their 
material and labour inputs. 


The field survey was an indispensable part of the 
study methodology, an undertaking implicit in the study 
mandate assigned the department. Its principal objective was 
to determine the selling price response of individual business 
enterprises at various levels in the production and distribu- 
tion chain, and to assess the extent to which cost savings 
resulting from sales tax removal were passed on to consumers. 
Te was important that, ‘an’ addition to'this basic objective, 
information be obtained to explain why selling prices responded 
as they did. For this purpose, data were required on tax~paid 
inventories, increases in supply prices and other cost con- 
siderations affecting the selling price response of individual 
suppliers. It was recognized that the field survey had to be 
conducted on a sample basis in view of the large number of 
business enterprises engaged in the production and distribu- 
tion of clothing and footwear in Canada. 


The analysis of the Consumer Price Index was under- 
taken to provide a broader indication Of pricing response to 
sales tax removal than that provided by the field survey it- 
self. This analysis focused on price movements relating 
specifically to those components of the index directly affected 
by the tax removal. Another aspect of this part of the study 
had to do with relating price movements in the Consumer Price 
Index with the pricing response as revealed by the field survey. 


The study results are presented in the same order 
as indicated above, namely: Industry Structure and Cost 
Environment; Field Survey and the Analysis of the Consumer 
Price Index. This material is followed by the study conclu- 
sions. 


INDUSTRY STRUCTURE & COST ENVIRONMENT 


Industry Structure 


Consumer expenditures and employment levels provide 
convenient measures for assessing the significance of the 
clothing and footwear trade in Canada. Statistics Canada 
reports that Canadian consumers spent approximately $5.7 
billion’ on: clothing! and ‘footwear products in L973. )This 
represented 8.2 per cent of total consumer expenditures. As 
of May, 1974, about 410 thousand Canadians were employed in 
textile, clothing and footwear manufacturing and in clothing 
and footwear retailing. This represented about 4.5 per cent of 
total employment in Canada. Of total retail sales, 80.1 per 
Cent represented the output of domestic manufacturers while 
the remaining 19.9 per cent was accounted for by imported 
Clothing and footwear products. Clothing sales alone totalled 
$4.8 billion and footwear sales $900 million. Imports repre- 
sented (18.3: per’ cent ‘of clothing /and/*28.7 per! cenu Ghy footwear 
sales. 


Clothing and footwear manufacturing involves a 
large number of individual firms. The average size of firm is 
small with the great majority employing fewer than 50 employees. 
In footwear, as Contrasted with clothing, a number of the 
larger firms have extensive importing, wholesaling and retail 
operations. The role of the independent wholesaler is not 
significant in either clothing or footwear. Manufacturing 
Operations are characterized by product specialization. This 
is especially true of clothing manufacture with some firms 
specializing in men's clothing and others in ladies' clothing. 
Within each category, individual firms may specialize in the 
manufacture of particular kinds of clothing garments. Spe- 
Cialization is also a feature of footwear manufacture with 
some firms, for example, specializing in the production of 
Casual footwear. 


The most recent census data indicates approximately 
2500 clothing manufacturing establishments, 200 footwear 
manufacturing establishments and 23,000 clothing and footwear 
retailing establishments. Total clothing and footwear manufac- 
turing sales’ in “L973"were $273 "billion. “O@ "Ghasecollar value, 
86 per cent represented sales by clothing manufacturers and 14 
per cent sales by footwear manufacturers. 


At the retail level, sales by men's and ladies' 
specialty stores accounted for approximately one-third of total 
sales in 1973. Their share of the market was overshadowed by 
that of department and family type stores which accounted for 
the remaining two thirds. Department stores, whose clothing 


and footwear sales in 1973 accounted for 36 per cent of total 
clothing and footwear sales, exercise a dominant role in the 
market. 


Cost: Environment 


Incresing costs have been a major factor affecting 
the supply of clothing and footwear products over the past 
few years. Material costs have risen sharply since the last 
half of 1972 and labour costs since the middle of 1973. The 
impact of rising costs On prices differs among manufacturers 
and between manufacturers and retailers reflecting the dif- 
ferences in their respective cost structures. These dif- 
ferences in cost structure are shown in Appendix I. The 1972 
census data indicate that at the manufacturing level, material 
costs represent from 50 to 60 per cent of sales value and 
labour costs from 20 to 25 per cent. At the retail level, the 
cost of merchandise accounts for approximately 60 per cent of 
the value of retail sales. Labour costs vary between 10 to 20 
per cent. The brief review that follows provides some indica- 
tion of the cost pressures being experienced by the industry 
during 1974. 


Material Costs 


Synthetics are the most important materials used in 
clothing manufacture.! Prices of synthetic fibres, reflecting 
the higher costs of petroleum derivatives, rose sharply over 
the period since early 1973. The year-over-year rate of 
increase in synthetic textile prices advanced from 1.5 per 
eent am thes first: quarter! ofi1972.tov 17.2 .per) centyin,; the 
third quarter of 1974. Cotton, the second most important 
material used in clothing manufacture, also experienced sub- 
Stantial price increases Over the same period. Prices weakened 
somewhat in the third quarter of 1974, but the year-over-year 
increase in the prices of cotton mill products was still 32.1 
per cent. Raw wool was the only major material whose price 
actually declined, and this decline was also reflected in the 
prices paid for yarn mill products. The prices of wool cloth, 
however, continued to rise throughout the period although at 
a reduced rate. These increased material prices were re- 
flected in higher prices for clothing products at both manu- 
facturing and retail levels. The year-over-year rate of 


lRecent price increases for synthetic textiles and other 
materials are shown in Appendix II. 


increase for men's clothing at the manufacturing level, for 
example, rose steadily from 4.6 per cent in the first quarter 
o£ 1973 to 19.2 per cent in the third quartervomelg74. At 
the retail level, the year-over-year rate of increase for 
men's clothing rose from 2.8 per cent to 10.2 per cent over 
the same period. 


Raw materials used by tanneries in manufacturing 
leather products declined significantly in price throughout 
1974. Leather prices, however, continued to increase during 
the year despite the decline in raw material prices. The 
year-over-year change in leather prices in the third quarter 
of 1974 was 4.6 per cent. Notwithstanding the decline in raw 
material prices and the modest increase which occurred in 
leather products, footwear prices at the manufacturing level 
increased sharply throughout the year with a 13.3 per cent 
year-over-year increase in the third quarter. At the retail 
level, footwear prices, reflecting increases at the manufac- 
turing level, rose steadily during 1974. The year-over-year 
increase in the third gquarter was 7.9 per cent. 


Labour Costs 


The clothing and footwear industries, in addition 
to rising material costs, have also experienced rising labour 
costs over the past year or more. Rising labour costs in 1974 
resulted from increases in wage rates provided by collective 
agreement, and from increases provided under provincial mini- 
mum wage legislation. Major two-year agreements in men's 
clothing and footwear concluded during the year provided base 
rate increases) of. about, 174per centein, the first year and. trom 
15 to 16 per cent in the second year. Minimum wages also 
moved up sharply with average annual increases in 1974 of 
18.1 per cent in Quebec, 15.1 per cent in Ontario and 13.4 per 
cent in Manitoba. 


Estimates of units labour costs in clothing and foot= 
wear are shown in Appendix II. These estimates indicate that 
unit labour costs in both clothing and footwear manufacture 
have increased steadily over the period since the first quarter 
of 1973. In clothing. manufacturing,” the: year-over-year 
increase is estimated as having risen from 5.7 per cent in the 
first quarter of) 1973) tovl2. 6yper Cente ih thei third) quanter)of 
1974. Although unit labour costs in footwear manufacturing, 
excluding rubber footwear, have not increased as steadily as 
have unit labour Costs in clothing manufacturing, —eney have 
nevertheless risen sharply over the same period. In the third 
quarter of 1974, unit labour costs rose an estimated 8.5 per 
cent.from the third quarter of 2973. 


Unit labour costs at the retail level are also esti- 
mated as having risen sharply over the same period. In apparel 
and shoe stores, for example, unit labour costs are estimated 
as having increased at the year-over-year rate of 10.2 per 
Cent sin (thes third. quarter of..1974. 


FIELD SURVEY 


The field survey involved 162 retailers, manufac- 
turers and importers. Each firm was asked to provide data 
bearing on its selling prices before and after July 16. Ques- 
tionnaires were used for this purpose and interviews were 
conducted with senior officials of each participating firm. 
Survey work was heavily concentrated on the retail side where 
the sales tax change was expected to have the most noticeable 
price impact. The retail sample included 113 firms. The 
manufacturer and importer samples were Considerably smaller in 
size, with 33 firms selected for inclusion in the manufacturing 
sample and 16 in the importer sample. Both samples were de- 
veloped in the main from information reported by retailers on 
supply price increases experienced between the date of last 
purchase prior to July 16 and the date of first purchase after 
July 16% 


The retail sample was designed to be representative 
of the retail clothing and footwear trade in Canada with 
respect to size of firm, trade specialization and geographical 
coverage. Both small and medium-sized clothing and footwear 
retailers as well as the large department stores and national 
chains were represented. An appropriate mix of men's wear 
retailers, ladies' wear retailers and footwear retailers were 
selected to reflect specialization within the retail trade. 
To provide geographical coverage, a representative number of 
retail firms located in the major urban centers Of Halifax, 
Montreal, Toronto, Winnipeg, Regina, Edmonton and Vancouver 
were included. 


The retail sample included most major department 
stores in Canada as well as most of the larger clothing and 
footwear chains. Many of these organizations Operate retail 
outlets throughout Canada. Of the 113 firms included in the 
sample, 38 or some 33 per cent of the total, were either 
department stores or national or regional clothing or footwear 
Chains. In 1973, the combined sales of these large retailers 
accounted for approximately 34 per cent of total clothing and 
footwear sales in Canada. Of the remaining 75 retailers, 31 
firms representative in almost equal numbers of men's wear, 
ladies' wear and footwear retailers, might be described as 
local chains in that they operated two or more retail outlets 
within the urban center in which they were located. The 
retailing operations of the remaining 44 firms, in contrast, 
were confined to the one retail outlet. The combined sales 
of all retail survey participants represented approximately 
36 per cent of total clothing and footwear sales in Canada. 


The geographical distribution of the retail survey 
participants was as follows: 


Halifax i 
Montreal 22 
Toronto 28 
Winnipeg 14 
Regina : 10 
Edmonton aa? 
Vancouver 16 


The distribution indicated for Montreal and Toronto reflects 
the concentration of head offices of large retail Organizations 
in these two centers. While survey questionnaires were com- 
pleted by, and interviews conducted with, head office person- 
nel, the information in many cases was provided for a retail 
outlet ina survey center other than Montreal or Toronto. 

This was done to ensure a more balanced geographical coverage. 


A total of 30 clothing and footwear items were used 
for survey purposes. They were selected having in mind their 
weighting in the Consumer Price Index and their overall 
Significance in the expenditure patterns of Canadian consumers. 
Ten of the 30 items involved men's wear, 13 items involved 
ladies' wear and five items involved men's and ladies' foot- 
wear. The remaining two items represented piece goods to which 
the sales tax removal also applied. A complete listing of the 
30 clothing and footwear survey items is contained in Appendix 
iit. 


The questionnaire form used in the retail survey 
requested general information on the firm's selling price 
policies, its selling price response to sales tax removal 
(including the timing and magnitude of price reductions), its 
reasons, where relevant, as to why selling prices had not been 
reduced, and its observations on cost and price trends affecting 
the retail trade. Separate schedules were provided in which 
retailers were asked to record specific cost and selling price 
data before and after tax removal for each survey item sold. 
They were instructed to select, for reporting purposes, the 
brand selling in the largest volume in each case.. Retail 
firms selling more than 15 survey items were asked to complete 
one schedule for each item sold and to ensure that the completed 
schedules as a whole were broadly representative of domestically 
manufactured brands, imported brands, and private name brands. 
Retail firms selling 15 items or less, on the other hand, were 
asked to complete separate schedules where applicable for a 
domestically manufactured brand, an imported brand and a pri- 
vate brand. 


As noted above, the data obtained from the retail 
survey which also included the name of the supplier for each 
survey item reported, were used to develop the manufacturer 
and importer samples. The magnitude of price increases at the 
supplier level reported by retailers was the principal criterion 
employed in selecting the samples. A secondary consideration 
in constructing the manufacturing sample was the need to ensure 
a balanced representation from among the various kinds of 
clothing and footwear manufacturers. The manufacturing sample 
was confined to those firms whose supply prices were reported 
by retailers as having increased by 5 per cent Or more since 
the date of last purchase prior to July 16. Since the 
importers' selling price included sales tax, the importer 
sample included firms whose prices as reported in the retail 
returns showed little or no price reduction. 


Of the 33 firms selected for inclusion in the 
manufacturing sample, 25 were engaged in clothing manufacture, 
6 were engaged in footwear manufacture and two were engaged 
in the manufacture of piece goods. Of the 25 clothing 
manufacturers, 13 were selected as suppliers of men's wear and 
12 as suppliers of ladies' wear. The footwear sample included 
four firms which manufactured both men's and ladies' footwear. 
Three of these four firms are major suppliers of men's foot- 
wear to the retail trade. The remaining two firms, both of 
which specialize in ladies' footwear, were selected to ensure 
a more balanced footwear sample. 


Application of the selection criteria resulted in the 
identification of only 7 importers. An additional 9 known 
clothing and footwear importers whose names did not show up 
in the retail data, were added to produce a total sample of 16 
importers. These additions were necessary to ensure that cost 
and selling price data were obtained on the import side for all 
Survey items. 


The manufacturer and importer survey had two basic 
objectives, to determine whether the supply price increases as 
reported by retailers had in fact taken place after July 16, 
and where this was so, to obtain an explanation concerning the 
reasons for the increase in each case, and to determine whether 
manufacturers’ and importers' selling prices in general had 
increased following the removal of sales tax. 


In relation to the first objective, each manufacturer 


and importer was asked to comment on the specific price increase 
indicated by the retail survey returns and to provide detailed 
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cost and selling price data both before and after July 16 
where the price had been increased after this date. Manufac- 
turers were asked to report data for each of the major selling 
price components of the "named" product as of the date of the 
last price adjustment prior to July 16 and similar data on 
selling price components as of the most recent date. The com- 
ponents On which data were requested included direct material, 
direct labour, factory overhead, selling and administrative 
expenses, financial charges and profit. Importers in turn 
were asked to complete a schedule with respect to the "named" 
product in which relevant cost and price data for before and 
after July 16 were to be recorded. The schedule used for 

this purpose was similar to that used in the retail field survey. 


In accordance with the second objective, each firm 
was asked to report any price increase implemented after 
July 16 on any of the sample items surveyed at the retail 
level. The specific questions asked were somewhat differently 
expressed as between manufacturers and importers. Manufac- 
turers were asked to report on any increases in the "tax-excluded" 
selling price and importers to report on "Selling price" reduc-— 
tions. In the former case, the phrasing of the question recog- 
nized that selling price for most manufacturers did not include 
sales tax which normally appeared as a separate cost item on 
the manufacturer's invoice. The selling price of importers, 
on the other hand, invariably included sales tax. 


Where prices were increased after July 16, manufac- 
turers were asked to provide detailed information on the amount 
of the increase for the largest selling product for each of the 
various survey items manufactured, the date of the price increase, 
and where cost increases were a factor, the size of the cost 
increase in percentage terms for each major cost component. 
Importers were asked to report on price reductions and to pro- 
vide explanations as to why selling prices had not been reduced 
where applicable. They were also asked to provide specific 
cost and selling price data before and after July 16 for all 
survey items handled. 


The interviews with participating firms were conducted 
in the main by retired business executives who are voluntary 
members of the Canadian Executive Services Overseas Organiza- 
tion or C.E.S.0O. The interviews were designed to ensure that 
the data recorded by firms in the survey forms prior to the 
interview were as complete as possible and corresponded with 
invoices and other related documents. Survey methodology, 
including the questionnaires and schedules, were reviewed with 
officials of selected retailers, manufacturers and importers 
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in Montreal and Toronto before the survey work was formally 
launched. A number of changes were made in the questionnaires 
as a result of comments and suggestions received from the firms 
involved. This "testing" exercise was Carried out by the 
Department's Prices Group with assistance from the CESO inter- 


view group. 
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RETAIL SURVEY RESULTS 


Survey Response 


Completed questionnaires were received from all but 
three of the 113 retailers included in the survey sample. In 
the majority of cases, the returns indicated that considerable 
effort had been spent in their preparation. In addition to 
providing a clear indication of pricing response to sales tax 
removal, manv retailers submitted extensive explanatory com- 
ments on their Operating costs, mark-up practices, inventories, 
sales volumes and cost and price trends affecting the retail 
trade. Extensive documentation in the form Of annual reports, 
financial statements and retail price lists as well as copies 
of invoices and internal memoranda bearing on the retailer's 
response to sales tax removal, were also received. Informa- 
tion of this nature was submitted by some of the smaller as 
well as many of the larger retail organizations. 


Some retail organizations experienced difficulty in 
providing all of the data requested on specific items. This 
was not entirely unexpected having in mind the small size 
and specialized nature of many retail operations. Some of the 
smaller organizations did not maintain the kind of records that 
would permit provision of all the detailed data requested. 
Again, usable cost and selling price data for the period 
before and after July 16, were not available for some fashion 
garments. This was particularly true with respect to ladies' 
fashion garments. Pre- and post-July 16 meaningful price 
Comparisons were not possible since fashion garments purchased 
for the 1974 fall season were markedly different from those 
purchased for the previous fall season. 


Apart from those associated with fashion garments, 
the data deficiencies were partly overcome through subsequent 
follow-up action. In any event, these deficiencies were not 
of serious consequence to the survey results as a whole. Most 
of the data submitted were acceptable for analytical purposes 
and this was particularly true of department and national chain 
stores whose sales as already indicated, represented approxi- 
mately 34 per cent of total clothing and footwear sales in 
Canada. 


General Pricing Practices 


The general practices followed by retailers in 
establishing the retail selling prices of clothing and footwear 
merchandise are briefly described in this section. The des- 
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scription is based on information supplied by survey partici- 
pants. Since it is expressed in general terms, it may not 
fully reflect the selling price practices followed by indi- 
vidual retailers. No significant differences in pricing 
practices were found to exist between clothing and footwear 
retailers. 


In establishing selling prices, most retailers 
customarily take into account both projected sales volumes and 
the gross profit dollars arising therefrom which are necessary 
to cover their costs and to realize their desired return on 
investment. Significant cost elements include selling, admini- 
strative and other overhead expenses as well as the prices paid 
suppliers for clothing and footwear merchandise. Gross profit 
objectives are achieved through the mark-up mechanism. Average 
mark-ups are established and applied either uniformly to all 
Clothing and footwear merchandise or with variations among the 
various clothing and footwear lines involved or even among items 
of the same line. 


Mark-ups, which are normally expressed in percentage 
terms, may be calculated in a variety of ways. They may be 
calculated as a percentage of the supply or cost price only, 
as a percentage of cost price plus transportation and ware- 
housing charges, or during the pre-July 16 period, as a 
percentage of the cost price plus federal sales tax and other 
charges. The survey results indicated that mark-up calculated 
as a percentage of cost price and federal sales tax was common 
practice. Mark-ups may also be referred to as mark-ons. The 
two terms, mark-up Or mark-on, are used interchangeably within 
the retail trade. An item which cost $25.00, for example, is 
priced to sell at $50.00. The mark-up in this example is 
$25.00, 100 per cent of costeorns50 ipertcent of the retars 
selling price. Less frequently, a fixed dollar amount may be 
added to the percentage mark-up. A garment Supplied at $10.00, 
for example, would retail at $21.00 assuming a 100 per cent 
mark-up and a fixed add-on of one dollar. The choice of a 
particular mark-up or mark-on formula hinges On several factors 
including net profit objectives, projected sales volumes, the 
cost base for mark-up purposes and the historical practices 
within the retail trade. 


Mark-ups or mark-ons, it should be noted, are 
established in many cases having in mind the likelihood that 
selling prices on particular lines Of merchandise may have to 
be substantially reduced at a later date. Mark-downs or special 
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sales promotions to clear out slow-moving stocks, are standard 
practice within the trade. Fashion garments, where consumer 
demand may have been difficult to forecast, are particularly 
vulnerable in this regard. Selling price reductions obviously 
involve the realization of lower gross profits than the initial 
mark-ups might suggest. As already noted, mark-ups may vary 
in percentage amount both between and within the various 
Clothing and footwear lines carried. They reflect in part the 
retailer's assessment of the risks involved in selling the 
merchandise. As might be expected, they tend to be higher on 
low volume fashion or seasonal items and lower on high volume 
Staple items. 


Mark-ups On individual items are frequently adjusted 
so as to accommodate "pricing points" which are a Characteristic 
of the retail trade. Pricing points avoid the multiplicity of 
selling prices that would result if the retailer's average 
mark-up percentage were to be applied to his cost for each 
item of merchandise sold. The practice, which is essentially 
the rounding-off of odd prices, permits merchandise to be sold 
at prices which are normally more convenient both for the 
retailer and for his customers. The following example will 
illustrate the manner in which the "pricing point" practice is 
applied. The application of the mark-up percentage on a given 
merchandise item produces a price of $2.15. If the retailer's 
pricing points were $2.00 and $2.25, the calculated price of 
$2.15 would be increased to $2.25, the retailer's nearest 
pricing point. The calculated price of $2.15 would be reduced 
to $2.00, on the other hand, if his pricing points were set at 
$2.00 and $2.50. Retailers, in explaining the practice, 
pointed out that from a consumer viewpoint, the higher prices 
which the practice produces On some items are counter-balanced 
by lower selling prices on others. 


In addition to mark-up and pricing point practices, 
retail selling prices are sometimes the result of the retailer 
following the retail prices suggested by the supplier. This 
is more likely to occur with nationally advertised brands. 

The suggested retail price provides the retailer with a pre- 
Calculated mark-up. Suggested retail prices are often sup- 
ported by the device of pre-ticketing through which the 
suggested retail price is printed by the manufacturer on the 
merchandise package Or sales tag. 


Another matter bearing on retail selling price 
practices which has significance in the context of this report, 
concerns inventories. Where substantial inventories are 
involved, selling prices do not normally reflect changes in 


the supplier's price until stock purchased at the new price is 

in "balance" with that purchased at the old price. This practice 
was frequently mentioned by survey participants. The question 

of inventories and their Significance in relation to sales tax 
removal is discussed at greater length in the next section. 


No description of retail selling price practices 
would be complete without reference to competition. According 
to many survey participants, competitive forces within the 
local market area are the over-riding consideration. The 
survey returns of the smaller independent retailers indicated 
that their selling prices were largely determined by the prices 
charged by their competitors. The large retail outlets whose 
influence is of major importance, in effect, act as price 
leaders with the smaller retailers assuming the role of price 
followers. Large retailers, while they may On occasion and in 
particular localities, respond to price competition from 
smaller retailers, are primarily influenced by the pricing 
actions of other large retailers within the same market area. 
Many of the larger chains including the department stores, 
explicitly vest authority in the local store manager to 
adjust prices to meet local competition. 
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Factors Influencing Price Response to Sales Tax Removal 


Retailers were asked to describe in general terms 
the pricing actions which they had taken in response to sales 
tax removal. Specific questions had to do with the general 
timing of price reductions including pricing actions re- 
specting both tax-paid and tax-free merchandise, and with the 
reasons why prices had not been reduced where applicable. 
Survey participants mentioned several factors which affected 
their pricing response. These included increases in suppliers' 
prices, the expressed desire to maintain dollar margins, the 
problems associated with tax-paid inventories, competitors' 
pricing actions, and manufacturers' suggested retail prices. 


Increased cost for merchandise purchased after July 
16 was a recurring theme in the survey_returns. For many 
retailers, “the reduction in unit costs~ that’ would Nave resulted 
from tax removal was either completely or particially offset 
for many items by price increases implemented by suppliers. 
This is not to suggest that all supply price increases referred 
to by retailers were actually implemented by suppliers after 
tax removal. In many cases, they occurred ‘some months earlier. 
This matter is more fully discussed in the section On "Manu- 
facturer/Importer Survey Returns". Suffice it to say at this 
point, that supply price increases offset to some degree 
the beneficial effects of the sales tax change. 


Another factor stated as having an effect on pricing 
response was the expressed desire to maintain or even increase 
gross dollar profit margins in order to meet increasing over- 
head and selling costs and to maintain net dollar profits. 
Sales revenue objectives, as already indicated, are normally 
achieved by applying a mark-up percentage to the cost of goods. 
This mark-up mechanism generates the gross dollar profits 
necessary to cover costs and to provide a net profit. Prior 
to July 16, sales tax was generally treated as part of the 
cost to which the mark-up was applied. Many survey partici- 
pants stated that, because of the need to maintain gross dollar 
profits at their pre-July 16 levels, price reductions must 
necessarily be confined to the dollar amount of the tax. Any 
greater reduction, they pointed out, would seriously erode 
the overall sales revenues necessary to ensure a viable business 
operation. 


lunit costs in this context refer to suppliers' price, sales 
tax and other charges such as transportation. They do not 
include overhead or selling costs. 
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The need expressed by retailers to maintain gross 
dollar profits at their pre-July 16 level has an important 
bearing on the size of the retail price reduction that might 
have been expected to result from the removal of the tax. The 
reduction that might have been expected if gross dollar profits 
were to be maintained, would be 5.4 per cent assuming a pre- 
tax-removal mark-up of 100 per cent. The following example 
illustrates: 


Before Tax After Tax 
Removal Removal 


Estimated Gross Profit 
needed to cover Overhead, 
selling and administrative 
expenses as well as desired 


net profit $1200 $112.00 
Manufacturers' selling 

Price 100.00 100.00 
Federal Sales Tax 12.00 0 


Retail Price $224.00 $212.00 


It can be seen from the above example that if gross 
dollar profits are to be maintained at their pre-tax removal 
level, the retail price can be reduced by no more than the 
dollar amount of the tax. In this example, the price reduction 
on the pre-tax-removal price of $224.00 was $12.00 or approxi- 
mately 5.4 per cent. 


The 12 per cent tax rate and the 100 per cent mark- 
up used in the example were chosen for illustrative purposes. 
As earlier indicated, the effective tax rate on manufacturers' 
Clothing sales made directly to retailers was 10.8 per cent. 

It is estimated that the 10.8 per cent rate applied to about 
two-thirds of all clothing and footwear items sold in Canada 
and’ the’ 12” per cent rate’ toy one-third. ~ This anplaesminat che 
average tax rate for all items was 11.2 per cent. Because 

this average rate is somewhat less than the 12 per cent rate 
used in the example, the corresponding average reduction in 
retail prices would be 5.0 per cent rather than 5.4 per’ cent. 
In addition, mark-ups in actual practice may be somewhat higher 
or lower than the 100 per cent mark-up used in the example. 
Retail price reductions would be somewhat less than 5.0 per 
cent if the average mark-up were greater than 100 per cent, and 
somewhat more than 5 per cent if the average mark-up were lower 
than 100 per cent. 


Tax-paid inventories held by retailers at the time 
the tax change was implemented were mentioned earlier as having 
a major bearing On the timing of selling price reductions. 
Inventories were frequently mentioned in the survey returns as 
the reason why all prices were not reduced immediately after 
July 16. The significance of tax-paid inventories varied 
between retailers. In some cases, tax-paid inventories were 
only significant in relation to particular items. In other 
cases however, a good part of the retailer's fall merchandise 
comprised tax-paid stock. Several different approaches were 
taken by retailers in pricing their tax-paid inventories. 


First, some retailers simply waited until the normal 
stock turnover period had elapsed before effecting price reduc- 
tions. With normal stock turnover periods of three to four 
months, this meant that selling prices were not reduced until 
late October or November at the earliest. Secondly, many 
retailers adopted the position that selling price reductions 
could not be initiated until balance had been achieved between 
tax-paid and tax-free stock. Selling price response in these 
cases depended upon the point in time at which inventory 
balance had been achieved. For many retailers, this point was 
not reached until the late fall months. In some cases, neither 
normal turnover nor inventory balance had been achieved at the 
time the survey was conducted. Lastly, a small number of 
retailers took immediate action to reduce selling prices on 
tax-paid merchandise. 
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Quantitative Results 


The questionnaire forms were designed to provide 
general information on the retailers' pricing response to tax 
removal and the separate schedules to provide representative 
examples of that pricing response. The former produced general 
information on both tax-paid and tax-free clothing and foot- 
wear merchandise and the latter specific cost and selling price 
data before and after sales tax removal On survey items pur- 
chased from suppliers after July 16. The cost and selling 
price data obtained from the schedules, which reflected tax- 
free merchandise in all cases, were quantified so as to provide 
an aggregate measure Of initial pricing response On the part 
of all survey participants. These data related specifically 
to the retailers' first purchase of the particular survey item 
involved following the removal of tax. The schedules also 
indicated the dates on which price changes took effect with 
respect to the individual clothing and footwear items reported. 


The quantitative analysis involved the use of 1,023 
schedules supplied by 95 of the 113 survey participants. 1+ Per- 
centage changgs in “selling price unit “cost; “supply price -and 
other charges“ were Calculated from the data provided for each 
item before and after tax removal. The percentage changes for 
each of the foregoing were then averaged for major categories 
separately and for all items combined. In addition, gross 
dollar profits per unit were calculated from the price and cost 
data provided. .ton both, before andyatter duly 6etonseachaicen. 
As with costs and selling prices, percentage changes were cal- 
culated for each major category Separately and for all items 
combined. The results of these calculations are shown in the 
following table. 


TAbout 90 per cent of survey participants had reported by 


December 15th. By this date, the quantitative analysis had 
reached the stage where the inclusion of the small number of 
remaining returns would have unduly delayed the completion of 
this work. 


2O0ther charges included transportation, mailing and warehousing 
Costs. 
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TABLE l 
AVERAGE PERCENTAGE CHANGE IN RETAIL COSTS, PROFITS AND 


PRICES BY MAJOR CATEGORY! 


Major Category 


Men's Women's Piece 
Clothing Clothing Footwear Goods Total 


Supply Prices eae) 28 4.2 L258 By.5 
Other Charges 0.6 REZ 2.6 0 0 
Unit Costs =67/ Siees =—(6167 Olen? ce ia 
Gross Dollar 

Profits aed ite ee: Sie at aN a ae A 
Retail Prices 510 <a Foe” O7e2t eZ 


As can be seen from the table, supply prices 
increased on average by 3.5 per cent, gross dollar profits 
dropped by 2.9 per cent and retail prices declined by 5.2 per 
cent. It should be noted that the 5.2 per cent average price 
reduction represents individual price reductions which took 
place at different points in time over the period from July 
16 to November 30. The distribution of price reductions by 
months was as follows: 


lfhe contribution made to the Change in retail price by changes 
in costs and profits is discussed in the "Assessment of Survey 
Results". 
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TABLE 2 


DISTRIBUTION OF PRICE REDUCTIONS BY MONTH 
(Per cent 


Percentage Onwecens 


Month Monthly Cumulative 
July 24.1 24.1 
August 235-0 Dao 
September 2 SiekD WIS 
October LSS en 
November 6.9 100.0 


The schedules were also examined to determine the 
extent to which cost savings from tax removal were passed on 
to consumers by individual retailers. This examination 
revealed that retail prices on approximately 65 per cent of 
the items reported were reduced by an amount equal to or 
greater than the reduction which occurred in unit costs. 
Retail prices were not reduced on 13 per cent of the items 
because unit cost reductions were completely offset by supply 
price increases. On 22) per cent of the items, retail prices 
were reduced’ by less than the reduction in unit costs. The 
examination further revealed that 39 per cent of the retailers 
surveyed passed on unit cost reductions on all items reported. 
Another 56 per cent passed On unit cost reductions on 50 per 
cent or more of the items, and the remaining 5 per cent on 
less than 50 per cent of the items reported. 
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MANUFACTURER AND IMPORTER SURVEY RESULTS 


Survey Response 


Completed questionnaire forms were received from all 
33 manufacturers and from all 16 importers included in the 
Sample. Many manufacturers, as with retailers, submitted 
copies of annual reports, financial statements, price lists and 
other documents, together with their completed questionnaire 
forms. A number of importers, in turn, submitted copies of 
invoices received from foreign suppliers, invoices sent to 
retail customers and relevant price lists. As a general rule, 
the forms received from both manufacturers and importers were 
well prepared with some firms providing extensive comment on 
recent cost increases and their actual or anticipated impact 
in terms of selling price. 


General Pricing Practices 


Participating manufacturers and importers were asked 
to provide a brief description of their general selling price 
practices. The information obtained in response to this general 
question is summarized below. This summary, like that for the 
Retail Survey participants, does not necessarily apply to any 
One manufacturer or importer. 


Selling prices for many manufacturers have tradition- 
ally followed a seasonal pattern with January 1 to June 30 
representing the "Spring-summer" period, and July 1 to December 
31 the "fall-winter" period. Some importers also indicated 
that their selling prices for certain items followed a somewhat 
Similar seasonal pattern. The survey returns indicated that 
while most manufacturers are reluctant to implement mid-season 
price changes, they are prepared to do so when faced with 
unanticipated cost increases of a substantial nature. Prices 
are normally set some months in advance of the season in which 
they are to apply with price committments being made to 
retailers at that time. A number of manufacturers reported 
that prices for the fall-winter period were established and 
released to the retail trade in March or April, and sometimes 
earlier. The pricing pattern just described, does not apply 
to all merchandise. In some cases, prices may be established 
when new merchandise lines are being introduced or when special 
orders are being filled. The survey returns indicated that 
mid-season pricing changes have been occurring with greater 
frequency than in past years because of the difficulty manu- 
facturers have experienced in fully anticipating recent cost 
increases. 
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Before setting his selling price, the clothing or 
footwear manufacturer must estimate sales volume and costs 
likely to be incurred in producing that volume, and decide on 
his net profit objective. Costs involve both present costs and 
any additional costs likely to be experienced over the rele- 
vant production cycle. Total costs Comprise direct labour 
and material costs and such indirect costs as factory over- 
head, administrative and selling expenses and financing 
charges. A number of survey participants indicated that 
indirect -costs.plus provision) for protit) fepresent,upeco.50 
per cent of direct labour and material costs. 


For clothing and footwear importers, costs comprise 
"landed costs" and the costs involved in providing warehousing 
and distribution services within Canada. Selling expenses and 
the costs resulting from currency fluctuations represent other 
cost elements. "Landed costs" include the foreign supplier's 
selling price, import duties, freight, insurance and brokerage 
fees. A mark-up percentage is normally applied by importers 
to produce the gross profit dollars required to cover distri- 
bution costs “and -to,provide a net .profit.. Thevmsark-up per 
centages reported varied from importer to importer. They 
ranged between 22 per cent On some items to 100 per cent on 
others. Mark-up percentages in the 50 per cent to 70 per cent 
range were frequently indicated. 


Both manufacturers and importers indicated that 
competition had a major bearing on selling price determination. 
For manufacturers, competition results from both imported 
clothing and footwear merchandise and from comparable products 
manufactured by other domestic producers. Judging from the 
returns, competition from imported clothing and footwear pro- 
ducts would appear to be the more intense of the two. For 
importers, comparable domestic manufactured products and 
merchandise brought into Canada by other importers, represent 
the competition. Selling price objectives and the dollar 
profits which they reflect, according to survey participants, 
must be revised from time to time to meet Competitive market 
conditions. Overall profit objectives are satisfied however 
if lower than average profit dollars on some product lines 
are balanced off by larger than average profit dollars on 
others. 


Retail pricing points were a selling price consider- 
ation mentioned by both manufacturers and importers. Customer 
demand for a particular product might be adversely affected if 
pricingaction On the part of either the manufacturer or the 
importer should cause the retailer to price the product at a 
higher pricing point. To avoid this, the manufacturer will 
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sometimes temporarily take a lower profit margin hoping to 
Maintain his average profit over the longer term. Other 
manufacturers indicated that, in order to maintain the same 
retail pricing point, costs would be reduced either by re- 
designing the product or by substituting less expensive 


materials. 
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Supply Price Increases Reported by Retailers 


The retail survey data indicated that supply prices 
had increased on 365 of the 1,023 clothing and footwear items 
reported. The average supply price increase of 3.5 per cent 
shown by the quantitative survey results represented the 
percentage price change for all 1,023 items. The average 
supply price change for the 365 items whose supply prices were 
reported as having increased was 10.1 per cent. These 365 
items were supplied by 175 of the 408 suppliers whose names 
appeared in the retail returns. 


Forty of the 175 suppliers named in the retail 
returns were selected for survey purposes using the criteria 
described in the Field Survey Section. Another nine importers, 
as noted earlier, were added for a total survey sample of 49. 
In the great majority of cases, the supply prices reported by 
retailers were confirmed by the manufacturers Or importers 
concerned as being substantially correct. 


It was earlier indicated that not all supply price 
increases reported by retailers had occurred after July 16th. 
The fact that a supply price increase was Only experienced by 
a retailer after July 16 is not surprising having in mind 
the manufacturer's normal practice of setting his prices well 
ahead of the period in which they are to apply. A manufac- 
turer for example may have announced price increases in March 
which were to apply to the July-December retail selling period. 
A retailer who had received one order of a particular item 
before July 1, and a second order after July 16, would 
naturally experience a supply price increase between the two 
dates. Indeed, 19 of the 33 manufacturers surveyed were able 
to demonstrate that the increases reported by retailers were 
implemented prior to July 16 and that no further supply price 
increases occurred after July 16. 


Six other manufacturers indicated that the price 
increases reported by retailers were implemented prior to 
July 16. In all six cases, however, a further increase was 
reported by the manufacturer as having occurred after that 
date. Cost increases were cited as the reason for the price 
increase by all six manufacturers and relevant cost documenta- 
tion was provided. Four manufacturers reported that the price 
increase indicated by the retail data had been implemented after 
Juy 16. Cost increases were again given as the reason and 
relevant documentation was submitted. Two other manufacturers 
also reported that the price increase quoted by the retailer 
had been implemented on or about July 16. Both manufacturers 
Stated that the price changes were planned in advance of 
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July 16 and that the dates on which they were implemented 
followed customary practices regarding the timing of price 
changes. The price increases were supported by relevant cost 
documentation. In the two remaining cases, the information 
contained in the retailer's return was not sufficient to permit 
product identification. Both manufacturers reported however 
that no price increases were implemented subsequent to July 
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Seven importers were asked to provide information 
on the selling price of specific imported clothing and foot- 
wear products reported in the retail returns. They were 
selected because the retail survey data indicated little or 
no reduction in the selling price of the product following tax 
removal. Three of the seven importers were able to demon- 
Strate that the cost savings resulting from tax removal were 
more than offset by increases in the cost of the imported 
merchandise. A fourth importer demonstrated that the selling 
price reduction was in fact roughly equal to the dollar amount 
of the tax. A fifth importer stated that the nominal price 
reduction on the specific product on which information was 
requested, was not typical of his selling price response 
to tax removal. The detailed data submitted by this importer 
indicated that his average price reduction over a broad range 
of clothing imports approximated the dollar amount of the tax. 
One of the two remaining importers reported that he was unable 
to identify the specific product from the information supplied 
by the retailer, and the second that the "named" product was 
domestically manufactured in Canada. Both importers provided 
detailed data indicating that prices on other imported products 
had been reduced by the dollar amount of the tax. 
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GéneralePricinglActionsyAtter Julyaro 


The survey returns indicated that most manufacturers 
had raised their selling prices during 1974. In some cases, 
prices were adjusted more than once during the year. The 
returns further indicated that about half of the manufacturers 
surveyed had increased some prices at some time after July 16. 
The size of the increases, which ranged up to 10 per cent, 
varied both between manufacturers and between the different 
product lines of the same manufacturer. The dates on which the 
price increases were implemented also varied between manufac- 
turers. Four manufacturers indicated that selling prices were 
adjusted on some or all product lines over the period from June 
to September. In most other cases, however, the increases were 
reported as having been implemented later during the year. The 
data indicated that the price adjustment dates generally cor- 
responded with the manufacturer's customary practices regarding 
the timing of price changes. 


Cost increases were invariably advanced as the reason 
for price increases. Most manufacturers stated that all cost 
Components showed substantial increases during the year. 
Increases of approximately 15 per cent affecting both labour 
costs and a broad range of material costs were frequently 
mentioned. Other cost increases occurred in factory overhead, 
selling and administrative expenses and in financing costs. 
Increases in direct labour costs flowed from the terms of 
recently concluded labour agreements involving significant 
increases in base wage rates, benefits and cost of living 
payments. A number of manufacturers also referred to the 
impact of increases in the minimum wage implemented by various 
Provincial Governments. 


The survey returns indicated that, in general, the 
importers included in the sample passed on the cost savings 
from tax removal on merchandise imported after July 16. This 
did not necessarily result in selling price reductions in all 
cases because cost increases often partially or completely 
offset the tax savings. Regarding tax-paid merchandise, more 
than half the importers indicated that they had not reduced 
selling prices. 


Increases in "landed costs" were mentioned with 
some frequency in the importers’ returns. Increases in mer- 
Cchandise cost as such were particularly noticeable in the case 
of imports from certain European countries. In contrast, 
merchandise cost for goods imported from the Far East showed 
little or no change. For certain importers, supply price 
increases in the country of origin were particularly intense 
Over the past year Or more. One importer of footwear reported 
four supply price increases affecting one product line over the 
period April, 1974 to January, 8975. 


° 


28 


Increased freight rates, particularly air freight charges, were 
another factor resulting in higher "landed costs". Increases 
of 20 per cent to 25 per cent were reported by several importers 
as having occurred over the past year. Increased labour and 
financial costs were among the other cost increases reported 


by importers. 
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ASSESSMENT OF SURVEY RESULTS 


Three major conclusions can be drawn from the field 
survey results. .In the first place, selling price reductions 
appear to have been quite extensive On merchandise purchased 
after July 16 at both the retailer and importer levels. 
Secondly, selling price reductions on tax-paid inventories 
were confined to a relatively few retailers. Thirdly, selling 
price increases implemented at the manufacture level appear 
to have occurred in response to increased costs. 


The quantitative analysis of the retail data indicates 
results which are not unexpected having in mind the various 
factors described earlier as having an important bearing on 
price response. The analysis shows an average reduction of 
5.2 per cent: in) retail prices; a: decline) of 2.9) pervcenriin 
gross profit dollars anda \supply price increase of 13,5 per 
cent. Relevant data drawn from the quantitative results are 
summarized in Table 3 together with the percentage contribu- 
tion which each component made to the retail selling price 
reduction. 


TABLE 3 


CONTRIBUTIONS TO CHANGE IN RETAIL PRICE 


Component fio) Mula. Tie ole ee) dbere Centreentmarnatien 
of Retail Per cent Share of Change to Change in Retail 
Price Change in Retail Price) Price 

Supply Price = Pace, Leo 28.8 

Other Charges 0 0 0 

Sales Tax 100100 =o? | LO0%0 

Unit Cost a Oat = Drerh late 

Gross) Prof xyes e269 = Lie5 28.0 

Retail Price mee Be LOO:0 


lBased on Component share of retail price before July 16. 
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The stated objective of many retailers to maintain 
or to increase gross profit dollars, was not a factor in 
influencing the overall pricing response. Gross profit dollars 
actually declined for the survey items and this decline con- 
tributed 1.5 percentage points to the reduction in retail 
prices. Supply price increases partially offset the decline 
in gross profits and the cost savings flowing from the removal 
of the tax. The survey returns provided no explanation for 
the decline in gross profit dollars. Although several factors 
may have been responsible, the desire of retailers to maintain 
Sales volumes in the face of some weakening in consumer demand, 
undoubtedly played a role. 


Interestingly enough, the 5.2 per cent reduction, 
which represents the combined effects of supply price increases 
and declines in gross dollar profits, as well as tax removal, 
is not too different from the 5.0 per cent average price re- 
duction which, as earlier explained, would have resulted 
assuming an 11.2 per cent tax rate and a 100 per cent mark-up. 
The actual pre-tax removal mark-up was 93.4 per cent. 


The average price reduction shown by the quantitative 
data demonstrates a positive Overall response to tax removal 
on the part of the retail survey participants. It implies, 
of course, that selling prices were reduced by certain retailers 
On some clothing and footwear items by more than the dollar 
amount of the tax. The extent of the price reductions imple- 
mented by other retailers varied between the different clothing 
and footwear items reported. Prices were reduced on some items 
by exactly the dollar amount of the tax, while pre-July prices 
were maintained on others. No significant difference in pricing 
response was found between domestically produced goods and 
imported goods. 


Supply price increases had a significant bearing 
On the extent to which prices were reduced On many of the 
items reported. The retail data indicated that supply price 
increases were a common occurence during 1974. The average 
supply price increases of 3.5 per cent revealed by the 
Quantitative analysis provides some indication of supply price 
increases experienced at the time of first purchase following 
July 16. The average percentage increase understates to some 
degree the effects of supply price increases in that about half 
of the retailers reporting subsequent purchases indicated 
further supply price increases. The manufacturer/importer 
survey substantially confirmed the information provided by 
retailers regarding supply price increases. All manufacturers 
surveyed indicated that selling prices were increased at some 
time during 1974. In many cases, selling prices were revised 
On more than one occasion during the year in response to 
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rising costs. Information from importers, while not as 
complete as that from manufacturers regarding pre-July 16 
selling price increases, indicated that more than One price 
adjustment occurred during the year in a few cases. 


It would also appear that tax-paid inventories con- 
tinued to have significance even at the time the field survey 
was conducted notwithstanding the fact that some manufacturers 
indicated somewhat lower than average shipments to retailers 
during the period between the budget announcement date of 
May 6 and the tax removal date of July 16. There is little 
doubt however but that many retailers entered the post tax 
removal period with substantial tax-paid inventories. The 
presence of these substantial inventories together with some 
weakening in consumer demand appears to have lengthened the 
normal inventory turnover period. Retail price reductions 
were delayed pending a satisfactory resolution of the inven- 
tory problem. 


In concluding this section, brief comment should 
be made regarding Survey Coverage. It might be noted that 
while the retail sample covered only a relatively small 
number of firms, their clothing and footwear sales represented 
some 36 per cent of total clothing and footwear sales in 
Canada. The inclusion of most major department stores and 
national chains, given their dominant role withim the retail 
trade, was important in ensuring representative Coverage. 
While the survey sample did not include all tax-affected 
clothing and footwear items, it was nevertheless broadly rep- 
resentative of these items as will be indicated in the discussion 
of the Consumer Price Index which follows in the next section. 
The 1023 schedules used for quantitative analysis provided 
representative examples of the retailers' pricing response 
to tax removal. The schedules might thus be considered a 
reasonable approximation for a much larger sample of responses 
to tax removal chosen On a more random basis. Although survey 
participation was a voluntary undertaking, participants were 
provided with specific instructions regarding the selection 
of clothing and footwear items for reporting purposes. The 
personal interviews conducted by the C.E.S.0O. group helped to 
ensure that the data Submitted were as Complete and accurate 
as possible. Follow-up action was undertaken by the Depart- 
ment in those few cases where further clarification of data 
was required. 


The manufacturer/importer sample was designed 
essentially to verify the data on supply price increases 
reported by retailers, and to determine the reasons underlying 
price increases at the supplier level. Based on the 
selection criteria earlier described, the sample covered 
approximately 23 per cent of the 175 suppliers reported as 
having increased prices. 
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THE CONSUMER PRICE INDEX 


Relevant price movements in the Consumer Price Index 

(CPI) are presented and analysed in this section to provide a 
more comprehensive view of the price effect of tax removal 
than that given by the survey results on their own. For this 
purpose, those prices affected by the removal of the tax had 
to be separated from those that were not affected. The com- 
ponents of the official CPI for clothing were therefore re- 
grouped into tax-affected items and all-other items. 


Price Changes in Tax-Affected Clothing and Footwear 


Continuous increases in the CPI throughout 1974 for 
tax-affected items are not surprising in view of the general 
inflationary environment and the particular cost pressures 
affecting clothing and footwear prices. The year-over-year 
rate of increase for prices of tax-affected items, however, 
declined quite noticeably in the fourth quarter of 1974, 
falding from 9.2; per cent in the third quarter to. /.2per Cent 
in the fourth. Furthermore, the quarterly increase in the 
feurth quarter of 1974,.was only half that for gthe fourth 
guarter of 1973. This improved price performance was in sharp 
contrast to that displayed by the prices of other clothing 
items, non-clothing textiles, and the CPI for all-items. 

Table 4 provides a comparison of changes in the prices of 
tax-affected items with changes in these other prices, and 
with changes in the U.S. consumer price index for items cor- 
responding to those affected by tax removal in Canada. Each 
of the indexes, other than that for tax-affected items, showed 
a fourth quarter increase in 1974 higher than in 1973, and a 
year-over-year increase higher in the fourth quarter than in 
PHeak yi. 


The fact that the year-over-year rate of increase 
for tax-affected prices showed no visible effect of tax removal 
between the second and third quarters, should not have been 
unexpected. The prices for the July index were collected by 
Statistics Canada prior to tax removal, while those collected 
for August and September were dominated by tax-paid inventories. 
Even though fourth quarter prices show a marked improvement, 
they too continued to be strongly influenced by tax-paid 
inventories. 
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TABLE 4 


COMPARISON OF CPI FOR TAX-AFFECTED ITEMS 
WITH OTHER RELEVANT INDEXES 


a 


CPI Clothing Items Non- CPI USS. 
Tax- All Clothing All- Apparel 
Affected! Other? Textiles? Items cp14 


A. Quarterly Per Cent Change: 


LOPS: FLO Ole) a Oete a0 Zio Pipe 
DLE 0.8 1.4 P93 Zao 0.2 

IV 4.0 AES) Ade rc Peerage | 

1974: IQ Ley, 320 ye 2.4 -0.4 
IIQ Cah IS 4.6 4.4 ano 2.4 

PiLe | A 3.4 4.0 a0 Zed) 

IVQ ens 8 an.0 PaaS Zeal Biri 


B. Year-over-Year Per Cent Change: 


1974: IQ 9.0 nea 10.0 9.6 BO 
IIQ 8.9 Po 12.5 1007 5.8 
BELG 9.2 4 ee 14.8 11.0 lie: 
IVQ dae TAGT HG A 1220 738 


1 Adult clothing, adult footwear and piece goods. 

2 Adult clothing accessories, children's clothing and footwear 
and clothing services. 

Linen and draperies. 

For those items corresponding with those affected by tax 
removal in Canada. 

5 Accessories were only priced from the second quarter of BBS BF A 


UW 
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Table 5.shows price movements for the major categories 
that make up the tax-affected index. As can be seen in the 
table, the fourth quarter improvement was reflected in each 
of the apparel indexes. The only exception was the price of 
piece goods whose material costs represent a larger proportion 
of total costs than is the case for clothing and footwear. 


There seems little doubt but that the year-over-year 
increase in the tax-affected index would have been larger by 
several percentage points if sales tax had not been removed. 
The comparison of the 1974 fourth quarter performance with that 
of 1973 for the tax-affected index, and the comparison with 
Other relevant price indexes, suggests that the rate of 
increase in the tax-affected index would have been higher by 
at least three percentage points. 


35 


TABLE 5 


CONSUMER PRICE INDEXES FOR CLOTHING 


ITEMS AFFECTED BY TAX REMOVAL 
Se a ht 
ALL TAX- 
Women's Men's Adult Piece AFFECTED 
Clothing Clothing Footwear Goods ITEMS 
A, Quarterly sPer Cent Change: 
O73 IIQ Bee) cra Lr L8 2rei8 
PBLO 0.8 Ores Aa 0.9 0.8 
IVQ 4.8 328 S22 0.6 4.0 
1974: IQ 0 1.4 eS ied 2 
TO Byes) Ges) Le ORER:: PANS 
TIO 1 vee 029 Bree 2 
IVQ i keer VNR eS) nes eG 20) 
B. Year-over-Year Per Cent Change: 
1974: TQ A See ERT: Satie o0 
IIQ Mell oT TES 6.2 8.0 
Pi} SY 10.4 7.4 Seif ORE 
IVQ Omi LESS) Dao eee Wee 2 
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The Retail Survey and the CPI 


The analysis of the CPI and the quantitative results 
of the retail survey both show tax removal as having a bene- 
ficial effect on clothing and footwear prices. Two questions 
require Clarification, however, regarding the relationship 
between the survey results and the CPI. The first question 
concerns the possibility of bias in the survey results. The 
retail survey did not include all tax-affected items, and this 
may have biased the results one way or another. An indication 
of the magnitude and direction of possible bias is provided by 
a comparison of the increase in the price of all tax-affected 
items in the CPI over the July-to-December period with the in- 
crease shown when the index is confined to the survey items. 
For all tax-affected items, the increase over the period was 
3.0 per cent.! When only the survey items are considered, the 
increase was 2.7 per cent. The comparison suggests that the 
survey sample was reasonably representative of all tax-affected 
items. 


The second question concerns the absolute price 
decline shown by the retail survey and the continuing rate of 
price increase revealed by the CPI analysis. The average 
price decline shown by the survey results is based entirely on 
tax-free clothing and footwear merchandise. The data used in 
Calculating this measure of price Change moreover relates speci- 
fically'to selling price changes implemented by retailers at 
the time of first purchase following tax removal. In other 
words, the average price decline is a measure of the retailer's 
initial pricing response on tax-free merchandise. By its very 
Mature, 1t does not reflect prices applying to tax=-paid mer- 
cChandise nor does it include price adjustments implemented 
subsequent to the retailer's initial pricing response on the 
same merchandise. 


The CPI encompassed a much broader spectrum of prices 
than did the retail survey schedules including,-as it did, 
prices of clothing and footwear merchandise on which tax had 
been paid as well as tax-free merchandise. As already indicated, 
tax-paid inventories completely dominated the index during the 
early months following July 16 and continued to exercise a 
strong influence at least through to the end of November. 
Price reductions resulting from tax removal during the early 
months were completely obscured as a consequence. During the 
later period, such price reductions began to have noticeable 
effects in the index although their full impact continued to 
be offset by the prices applying to tax-paid merchandise. 


lthis is over a five-month period in contrast to the six- 
month June-to-December period for the quarterly figures given 
in Tables 4 and 5. 
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Normal inventory turnover periods appear to have been affected 
by a weakening in consumer demand in the latter half of 1974 
compared with second half performance in the last few years. 


Tax-paid inventories had an additional effect in that 
their prices continued to rise during the period reflecting 
the impact of supply price increases Occuring some months 
prior to July 16. Supply price increases on tax-free mer- 
chandise occuring after July 16 had the effect of partially 
offsetting the savings from tax removal. These price effects 
were fully reflected in the CPI and only partially reflected 
in the quantitative results of the retail survey since the 
supply price data used for this purpose pertained to the first 
purchase after July 16. 
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SUMMARY AND CONCLUSIONS 


Study findings were presented with respect to Industry 
Structure and Cost Environment, Field Survey Results and the 
Analysis of the Consumer Price Index. The Cost Environment 
section provided a broad indication of the cost pressures 
affecting the clothing and footwear trade at the time Federal 
sales tax was removed. Increasing costs at all levels in the 
production and distribution chain were reflected in the higher 
supply prices paid by retailers and in the higher retail prices 
paid by consumers. These cost pressures were confirmed by the 
field survey results. 


The field survey results indicated a 5.2 per cent 
reduction on clothing and footwear merchandise purchased after 
July 16. This was the consequence not only of the removal of 
the tax but also of a slight decline in gross dollar profits 
and an increase in supply prices. The net effect was a price 
reduction of the same general magnitude as that which would 
have occurred if prices had been reduced by the dollar amount 
of the tax and gross dollar profits had been maintained at 
their pre-July 16 levels. The reduction would likely have 
been somewhat more than 5.2 per cent were it not for supply 
price increases which partially offset the cost savings gener- 
ated by tax removal. The timing of price reductions generally 
was affected by the presence of inventories on which Federal 
sales tax had been paid. Their effects continued to be felt 
over the full period covered by the study. In individual cases, 
sales continued to be made from tax-paid stock at the time 
data were being reported, and reduced prices reflecting the 
tax savings were not expected until early 1975. 


The analysis of Consumer Price Index for the period 
from July to December showed the positive effects of sales 
tax removal on retail clothing and footwear prices. The 
price performance of tax-affected clothing and footwear items 
was found to have been markedly superior to that of other 
clothing items, non-clothing textiles and the CPI as a whole. 
The fact that this improved price performance Only became 
noticeable in the fourth quarter of 1974, was not entirely 
surprising having in mind that clothing and footwear prices 
collected by Statistics Canada continued to be heavily influ- 
enced by tax-paid inventories. The extent of the improve- 
ment was demonstrated by the fact that the year-over-year rate 
of increase in the tax-affected index declined by two percentage 
points during the fourth quarter, and that the rate of increase 
was only half that recorded during the fourth quarter of 1973. 


oo 


As a general conclusion, it can be stated that the 
retail prices of clothing and footwear responded in a positive 
manner to the removal of the Federal Sales Tax. The price 
decline revealed by the field survey, together with the 
improved price performance reflected in the Consumer Price 
Index, indicated that Canadian consumers received substantial 
benefits from tax removal. Significant price reductions on a 
number of clothing and footwear items occurred and many price 
increases which would otherwise have been inevitable were 
avoided. The present study and the 1973 study on tariff and 
sales tax changes, provide clear evidence that retail prices 
are generally responsive to sales tax changes. 
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RECENT CHANGES IN SELECTED INDUSTRY PRICES 
AND ESTIMATED UNIT LABOUR COSTS 


APPENDIX II 


RECENT CHANGES IN SELECTED INDUSTRY PRICES 
AND ESTIMATED UNIT LABOUR COSTS 


Material Prices 


The prices of material outputs at One production 
stage are the costs of material inputs at the next. Because 
the relationship between material inputs and material outputs 
shows little change over short periods of time, material prices 
have been wsed lias a proxy for unit material costs., The recent 
historical pattern of changes in output prices at each stage 
of production in the textile, clothing and footwear industries 
is provided in Tables D and E. 


Unit Labour Costs 
The unit Labour cost data usedin this report are 
estimates based on total wages and salaries and real domestic 


product for selected manufacturing and retail groups. Estimates 
of recent changes in unit labour costs are provided in Table F. 
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TABLE F 
ESTIMATED CHANGES IN UNIT LABOUR COSTS: SELECTED INDUSTRIESL 


(Year-over-Year Per Cent Change) 


Shoe Knitting Clothing Apparel & 
Factories Mills Manufacturers Shoe Stores 
NO 33 IQ -1.8 Sie ee 2.0 
Ea) 4.6 Teas 6.2 ES 3 
LiLo NN A Rae 6.3 ED 32 
IVQ 10.0 Retell Le 6 i al 
1974: IQ Aish A Oiens 6.8 Paw 
IIQ 6.8 10.8 EOS Loys 
LUG BaD 9.9 26 AAW 


lunit labour costs are total wages and salaries divided by real 
domestic product 


Sources: Statistics Canada, Employment, Earnings and Hours 
(Cat. ‘No.°72=-002, Monthly), and “Indexes of Real 


Domestic Product by Industry (Cat. No. 61-005, Monthly) 
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DIC MPEIOSIN D TeX 2 Look 


LIST OF CLOTHING AND FOOTWEAR SURVEY ITEMS 


LO. 


MEN'S WEAR 


Men's Raincoat 
(Foll Length) 


Men's Wintercoat 
(full or prevailing 
length) 
Men's Sports Jacket 
Men's) Business Suit 
(one pair of trousers) 
Men's Dress Slacks 
Men's Dress! Shirt 


(long sleeves) 


Men's Work Pants or 
Jeans 


Men “= Knatted: Spore Shire 


(long sleeves) 


Men's Briets 


Men's Nylon Socks 


FOOTWEAR 


Women's Shoe 
pump 


Women's Shoe 
casual 


Women's ‘Shoe 
sandal 


Men's Dress Shoe 


Men's Casual Shoe 
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WOMEN'S WEAR 


Women's Raincoat 
(full length) 


Women's Winter Coat 
(full length) 


Women's Winter Coat 


(fur trimmed full length) 


Women's Two Piece Pant 
Suit 


Women's Dress 


(street or business dress) 


Women's Dress 
(party dress) 


Women's Casual Slacks 
Women's Sweater 
Women's Blouse 
(casual blouse) 
Women's Briefs 
Women's Panty Girdle 


Women's Brassiere 


Women's Pantyhose 


PIECE GOODS 


Solid Broadcloth 


Sewing Thread 


wie 
7 = 
ae 
ous 
j ' 
Te 
; bee 
(ov S20 wis 
GasGyhe aul Ay ys “4 set yrort-hoarsy > 
4 i> ey hed) 
‘jetee £0 sPOde priccen 9p TAs 
7 i 
| fgowbront- gomeeze) . 
pFesa YSTaen Per 2 A 
‘oo a, 2 | : 
vaio | , 
aoe - ; : s 
olf a 
io 


OBAnqnos op Ta 


aqytTenb suuogq op deig 


aALINN,T VW SASTAGNVHOUVW 


a470TNO-seg 
abz0bH-ustyNnos 
UTED 

9390TNS no dITs 


STITA ep ATSTSTWEeYo 


TTepueyo 


SATCUTPAO UOTeSRIUeC”d 


TTe#YO09 ep eqoy 


SLTITA ep eqoy 


uoTeqzued-iANoeT[teL 
(SAzAnNAANOF op yspz0d) 

JeaAty,p nesjuewW 

JeaAty,p nesjZueW 


eTqeeaurzsoduy 


SHWWAA YNOd SLNAWALAA 


ne 


nak 


area t 


GL 


Het 


nC 


can 


sounloy 
anod e[[TA ep seanssneyd °¢ 


soumoy aznod 
2eATOS ep soeAanssneyD “Ff 


souuey Anod soTepuesg °¢€ 


souulo ty 
anod eT[TA ap seanssneyd °Z 


souumey AnNod sutdzeosq “T 


SaaNSSNWHO 


uoTAU ‘op Setjqessneuo OL 
uodseTeo no dTtTS °6 


(soenbuo,T seyoueu) 
q3zods ap sstweyd °8 


sueal 
no [tTeAez} sep uoTejueg °“L 


(soenbuo,T soyouew) 
seTTtqey estweyo °9 


STTrqey uoztej,ued *S 
(uoTejued un) 

STITA op yeTduod “7 
3z20ds op a3SseA °C 


(eTewrOU ANeNnbuoT) 
JOATY,P NeoqueW °Z 


eTqeewuzedul ‘“T 


SHWWOH YNOd SLNAWALYA 


ALEANONG,T 4d Lado, 
LNVSIVd SHYIVLNEAWILSHA SHTOTLYV 


III AXdNNV 


eS 


TABLEAU F 


ESTIMATION DES COUTS UNITAIRES DE LA MAIN-D'OEUVRE: 
QUELQUES INDUSTRIES! 
(fluctuations en pourcentage d'une année a l'autre) 


Fabriques de Bonneterie Fabricants Magasins de vétements 
chaussures de vétements et chaussures 
LO7s nese -1.8 a4 3 hia) 2760) 
IIT ie 72 | Gee ers 
oleae he 7 Li.a Giced fy es 
Ive L060 Beg de 746 14,5 
1974 z'Y QL Biggs 6.8 Lees 
ni Ra 6.8 L028 nee Loe 
TP IE IE ae Sie 9.9 1.256 10<2 


ef * ; : : mite 
Les cofits unitaires de la main-d'oeuvre sont l'ensemble des salaires, divisés par le 
produit intérieur réel. 


Emplois, gains et durée de travail 

(n’ de cat. 72-002, mensuél), et Indices du 
produit intérieur réel, par industrie (n° de 
cat. 61-005, mensuel). 


Source: Statistique Canada: 
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TABLEAU E 


MOUVEMENTS RECENTS DES PRIX A DIFFERENTS STADES DE LA PRODUCTION ET DE LA DISTRIBUTION: 


DE LA PEAU A LA CHAUSSURE 
(fluctuations en pourcentage d'une année 4 l'autre) 


Peaux Tanneries Fabriques de Chaussures 
chaussures au détail 
197243 OT dite OU 8.7 cree: 25 
Lit 68.4 Lidia SUE: Lek 
IIIT Piss. 36.4 at Sal 
IVT L208 7 Sire), 9.92 G52 
pe ye Re (ere LP oieult LO 6.9 
A BA. £330 Pe, the a, fe 
dag ws 5.4 S20) 1226 oe 
LV ~2045 -6.4 2 6.1 
L97/43 Lt -20.8 Leo 14.0 Lee 
a a at @23.2 Hie rp p244 tae 
be ae -~35.5 4.6 tees hae 
Source: Statistique Canada: Prix et indices des prix (n° de cat. 62-002, mensuel), sept. 
1974; et Importations par marchandises (n° de cat. 65-007, mensuel), janvier 1971 
a septembre 1974. 
iL Indice général des prix de gros 
2 Indice des prix de vente dans l'industrie (taxe de vente fédérale non comprise) 


~ 


3 Indice des prix a4 la consommation 
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TABLEAU D_ (fin) 


————————— Gat omonbte ~ 
yereneyts pour 7Corsets.eb vetements pour vétements pour 


3 


hommes soutiens-gorge hommes au détail dames au détail? 

LOZ al Sk Zak Srey Sel 
Lit 35.0 1.8 Zao 1A, 

2s 3.4 Lees/ 1.6 Cis 

LVT page) eo) Lr. ao 

SS GS: ab dk 4.6 RA | Pes: PaEE 
IIT 6.3 one 4.6 5.0 

ieee Tie: Page ahG S. Crez 

Ive 10.4 Ono Ta) Gs.0 

POTS 2 8AM 14.2 eo Shes LO. 0 
uy L6.-2 7.4 i Ro. 2 ea 

1 ih alk URS Bea aI eS, Oz 10.4 


Source: Statistique Canada: Prix et indices des prix (n° de cat. 62-002, mensuel), sept. 1974; 
et Importations par marchandises (n° de cat. 65-007, mensuel), janv. 1971 4 sept. 1974. 


1 Indice général des prix de gros 
2 Indice des prix de vente dans l'industrie (taxe de vente fédérale non comprise) 


A D'aprés-un indice des prix .établi par le ministére de la Consommation et des 


Corporations 
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TABLEAU D 


MOUVEMENTS RECENTS DES PRIX A DIFFERENTS STADES DE LA PRODUCTION: DE LA FIBRE AU VETEMENT 


a ec eS ISSA oom 


~ 


(fluctuations en pourcentage d'une année 4 l'autre) 


eee ee 


Coton Laine brute Fibres Filature Filature Tissage Fabrication Bonneterie 
DruL can. imp. artifi- et tissage de la, Gale. de textiles 5 
cielles du coton laine laine synthétiques 
importeées 
1972 LS 4 FEES 3 ed pe Tas =-0.9 ves =-2.8 -0.2 
ied GaN es AY 17.4 26.6 -2.4 34.0 pee Ben = 27.6 Oak 
i lel ad Pe ea cee 30.6 SIS ea =3.9 S29 240 2.6 et Se Nee. 
dil d Cos Khe pee, 98.2 On Pk 220 <6 -0.2 Pape 
1973 It =0.2 1622 132.4 -0.5 4.4 479 l2<5 iss 5 out 
Lit —4.7 Vea pclalhy (SR RRR SY Lee 4.5 62.9 202 8.8 5.4 
LITT 14.4 MAA. oO. -is..6 Les Lao 64.7 22 «0 63 bo a § 
IVE-64.2 39°23 36.0 Psa Ge) 3500 65.4 2 ae 8:3 Lite 
1974 LD 8355 a6 =-3.9 LO a7 45.9 14.3 Leo iG aif 1S 7 
LLT 67.0 —~J21e0 elec 3.8 AGS -2.0 Leg aty A PAS Pm 


Pac 300 a2 oe 35. O 17.8 3204 Seas 10.4 Lhe @ Liz 
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TABLEAU C 


ELEMENTS DES COUTS ET BENEFICES DES VENTES DE CHAUSSURES AU DETAIL 
(en pourcentage) 


1964 1966 1973 
Magasins indépendants Tous genres Tous genres Tous genres 
de chaussures 4 prix de chaussures2 de ghaussures de chaussures? 
populairest 1-0 Mcc2 
Cofit des marchandises 
canadiennes au prix 
du fabricant - Bee a = 503-0 3654 
Cofit des marchandises 
importées dédouanées - . te 0 = eee 14.6 
Cott total des marchandises ~ 56.2 eS) 5075 2 
Taxe de vente fédérale - ice TESS hese C2 
Vente en gros - 360 4.0 4.0 awa 
Coft total au détail GG sd 69.0 70.6 69.6 Doe 
(transport compris) 
Salaire; ensemble des 
cotits et bénéfice brut Sei) Biivesk 29.4 30.4 40.8 
Ventes au détail’ 100.0 100.0 100; Oe =al00 a0 100.0 
Salaires et appointements £35 9 6. 2 ne cil 1936 


Results 1964 


1 Statistique Canada: Clothing and Piece Goods Stores, 


(NY de cat. 63-406). 


Operatin 


~ 


2 Données établies par le ministére de la Consommation et des Corporations 4 partir de 
diverses publications de Statistique Canada. 


3 Statistique Canada 1966: Input-Output Data. 


4 Taxe de vente provinciale non comprise 
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Cofit des marchandises 
canadiennes au prix du 
fabricant 


Cott des marchandises 
importées dédouanées 


Cofit total des 
marchandises 


Taxe de vente fédérale 
Vente en gros 

Gout total au détail 
(transport compris) 


Salaire, ensemble des 
cotits et bénéfice brut 


Vente au détail4 


Addition 
Salaires et appointe- 
ments 


TABLEAU B (suite) 
1966 1973 
Vétements pour Vétements pour Tous genres Tous 

hommes et dames et de vétements2 genres 
garcons? enfants3 de véte- 

ments? 

ad - 51.0 42.8 

- - 652 2 

538.0 57319 oy Ae 52.4 

6.2 Ge2 6.9 mas 

Spe. oe! 3.4 Donk 

Oveat. 69.8 67.5 61202 

29,9 30,2 S2a0 38.9 

10.070 100.0 100.0 100.0 

- - Li,6 11.8 
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TABLEAU B 


ELEMENTS DES COUTS ET BENEFICES DES VENTES DE VETEMENTS AU DETAIL 
(en pourcentage) 


1964 
Magasins indé- Vétements pour Magasins indé- Vétemgnts pour 
pendants de hommes pendants de dames 
vétements prét-a-porter 
pour hommes pour damest ~~ 
Coft des marchandises 
canadiennes au prix du 
fabricant - 50)..9 = 47.8 
Cofitt des marchandises 
importées dédouanées - ee, ~ ee 
Cofit total des 
marchandises - awe ees: - je § Bar 
Taxe de vente fédérale - 6 - Sa 
Vente en gros = yh = Citi 
Cofit total au détail 
(transport compris) 
Salaire, ensemble des 
cotits et bénéfice brut 68.6 Gia 67.4 60:9 
31.4 SG. kW arid Oo ek 
Vente au détail* 100.0 100.0 100.0 100.0 


Addition 
Salaires et appointe- 
ments ste L236 Loe Leh 
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TABLEAU A 


ELEMENTS DES COUTTS .ET BENEFICES DE VENTE: 
QUELQUES INDUSTRIES MANUFACTURIERES 
(en pourcentage) 


Tanneries Chaussures Fabriques de filés et de tissus Bonneterie Vétements Vétements 


pelican ac Nat Sect inoeet nt er aac dna 
coton laine pr. synthétiques pour hommes pour dames 
SS a ae ae td he he ee EUROS DES hohe 


Salaires 19.4 267 L7K6 2228 18.6 Zi} 255 20.6 
Matiéres 595.3 AT tay 5245 S624 Les yy 45.8 ry eae 
carburant et gy: 0.4 eed Veg E26 0.8 os 2 
6lectricité 

Emballage One3 nrc 1.2 0 dips <5) ae Oc 7 OF.*7, 
Travail & forfait = 0.3 Az) 38 Pe ae Ieee: S..5 
Matériel 


d'exploitation, 
d'entretien et de 
réparation 26 a ey! 2.0 Seo Cras) Lad 8 est: 8 a 


Frais généraux de 

vente et d'admi- 

nistration et 

bénéfice brut LO se7, 2a 23 v2 3050 2420 otal aad ae we 


Valeur des 
ventes 100.0 TOD. 0 100.0 LOOT 200.0 £0.00 100.0 100.0 


Source: Statistique Canada: Recensement de fabrication, Tanneries; Fabriques de chaussures et fabricants 
ry _)_.... 


de_crépins pour chaussures; Filature et tissage du coton; Filature et 
tissage de la laine; Fabrication de fibres, filés et tissus artificiels et 
Synthétiques; Bonneterie; Industries des vetements pour hommes; Industries 
des vétements pour dames et enfants, toutes publications de LO 25 Sears 
Filature et tissage du coton, qui est de 1970. 
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TABLEAU 5 


INDICES DES PRIX A LA CONSOMMATION DES VETEMENTS 
TOUCHES PAR LA DETAXE 


Vétements Vétements Chaussures Marchandises Tous les articles 
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TABLEAU 3 


FACTEURS CONTRIBUANT AU CHANGEMENT DU PRIX DE DETAIL 


Composants Changement en Part du changement Contribution en % 

ai ra x. dé pourcentage du prix de détaill au changement du prix 
détail de détail 

Prix du fournisseur 325 6D 28.8 

Frais divers 0 0 0 

Taxe de vente -100.0 ae 100.0 

Coit unitaire -6.9 =i? tive 

Bénéfices bruts -2.9 -1.5 AO ae 

Prix de détail oe -5.2 100.0 

As 


Fondée sur la part composante du prix de détail avant le 16 juillet. 
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Cofits unitaires 
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Prix au détail 


TABLEAU 1 
POURCENTAGE MOYEN DE CHANGEMENT DES COUTS, PROFITS 
ET PRIX AU DETAIL PAR GRANDES CATEGORIES 


Grandes Catégories 


vVétements pour Vétements pour Chaussures Marchandise 4 la Total 


hommes femmes iéce 
eres) pape: 4.2 L228 as 5 
0.6 = 2 16 9 0 
~6./ siete. -6.7 at -6.9 
-2.3 =i 4 3 -3.4 Ae | -2.9 
=5.0 -5.6 -5.2 0.2 a 


Comme l'indique le tableau, les prix du fournisseur ont augmenté en moyenne de 3.5 p. 
cent, les profits bruts en dollars sont tombés de 2.9 p. cent et les prix de détail ont fléchi 


deL5.2 0. cent. inl 


convient de souligner que cette baisse de 5.2 p. cent représente des réduc- 
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tions de prix individuelles qui se sont produites 4 des moments divers au cours de la période 


du 16° juilie® ‘au, 36 
suit: 


novembre. La distribution par mois des réductions de prix se présente comme 
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tha contribution des changements de cofits et de bénéfices a4 la modification 


des prix de détail 
l'enquéte". 


est exposée dans la section sur "l'Evaluation des résultats de 
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